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SUBJECT: INCOME, Media infrastructure project tax credit

BILL NUMBER: SB 750, HD-l

INTRODUCED BY: House Committee on Economic Development and Business

BRIEF SUMMARY: Adds a new section to HRS chapter 235 to allow taxpayers, between Julyl, 2013
and December 31, 2015, to claim a credit of_% of the quali ed costs incurred for quali ed media
infrastructure projects situated in West Oahu or on the most populous island in a county with a
population between 100,000 and 175,000.

To qualify for the credit: (l) the base investment for a quali ed media infrastructure project shall be in
excess of $ ; (2) the quali ed media infrastructure project tax credit shall be non-refundable so
any tax credit that exceeds the tax liability of the taxpayer may be carried forward to offset net income
tax liability in subsequent tax years for up to ten years or until exhausted, whichever occurs rst; the
director of taxation may require the tax credits to be taken or assigned in the tax period in which the
credit is earned or may structure the tax credit in the initial certi cation ofthe project to provide that
only a portion of the tax credit be taken over the course of two or more years; (3) the total quali ed
media infrastructure project tax credit allowed for any state-certi ed infrastructure project shall not
exceed $ ; (4) if any portion of an infrastructure project is a facility that may be used for other
purposes unrelated to production or post production activities, then the project shall be approved only if
a determination is made that the multiple use facility will support and will be necessary to secure
production or post production activity for the production and post production facility; provided that no
tax credits shall be eamed on such multiple use facilities until the production or post production facility
is complete; (5) tax credits for infrastructure projects shall be eamed only if: (a) construction of the
infrastructure project begins within six months of the initial certi cation and shall be _% completed
within a_ year time frame; (b) expenditures shall be certi ed by the department of business,
economic development, and tourism (DBEDT) and credits shall not be eamed until certi cation is
received; (c) the tax credits shall be deemed eamed at the time the expenditures are made if all
requirements of this subsection have been met and the tax credits have been certi ed; (6) for
state-certi ed infrastructure projects, the application for a quali ed media infrastructure project tax
credit shall be submitted to DBEDT and include: (a) a detailed description of the infrastructure project;
(b) a preliminary budget; (c) a complete detailed business plan and market analysis; (d) estimated start
and completion dates; and (e) if the application is incomplete, additional information may be requested
prior to further action by the director of taxation; (7) an application fee of_% times the estimated
total incentive tax credits shall be submitted with the application for a quali ed media infrastructure
project tax credit; (8) prior to any nal certi cation of a tax credit for a state-certi ed infrastructure
project, the applicant for the infrastructure project tax credit shall submit to DBEDT an audit of the
expenditures certi ed by an independent certi ed public accountant as determined by rule. Upon
approval of the audit, DBEDT shall issue a nal tax credit certi cation letter indicating the amount of
tax credits certi ed for the state-certi ed infrastructure project to the investors. Bank loan nance fees
applicable to the quali ed media infrastructure project expenditures, as certi ed by DBEDT, and any
general
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excise taxes that have been paid on the bank loan nance fees and remitted to the state shall be
considered as a qualifying expense for purposes of the tax credit.

Further requires the taxpayer claiming the credit to le a progress report of a quali ed media project
with DBEDT, deliver a performance bond in a fonn prescribed by DBEDT in an amount equal to 100%
of total projected expenditures determined upon initial certi cation; and either: (1) pledge of a lien on
the quali ed media infrastructure project in favor of the state; or (2) collateral security.

Also requires any taxpayer eligible to claim a quali ed media infrastructure project tax credit to le
with DBEDT an annual report by March l following each taxable year for which the credit is claimed
delineating: (1) the amount of general excise tax paid; (2) the amount of transient accommodations tax
paid; (3) the amount of tax credits claimed under this section; (4) gross proceeds of each project; (5)
number of full-time employees, part-time employees employed on each quali ed media infrastructure
project; (6) number of independent contractors contracted to work on each quali ed media
infrastructure project; (7) amount disbursed as payroll on each quali ed media infrastructure project;
and (8) list ofjob classi cations with average wage level.

De nes “qualified media infrastructure project” as the development, construction, renovation, or
operation of a lm, video, television, or media production or post-production facility and the
immovable property and equipment related thereto, or any other facility that supports and is a necessary
component of the proposed infrastructure project, that is located in the state; provided that the facility
may include a movie theater or other commercial exhibition facility to assist in offsetting operating
costs of the production or post-production facility. The facility may not be used to produce
pornographic matter or a pornographic performance.

A taxpayer may claim the media infrastructure project tax credit for investments made on a quali ed
media infrastructure project prior to January l, 2016 if construction of the media infrastructure project
commenced prior to January 1, 2016. Delineates recapture provisions if the quali ed media
infrastructure project no longer quali es for the tax credit and the recapture shall be equal to _% of
the amount ofthe tax credit claimed in the preceding ve years.

Requires the department of taxation to submit an annual report to the legislature 20 days prior to each
regular session beginning with the 2014 regular session which shall include a cost bene t analysis of the
tax credit established in this part, and a report of the data collected under this section along with a
cumulative total of tax credits granted for each quali ed media infrastructure project.

EFFECTIVE DATE: January 20, 2050, applicable to tax years beginning after December 31, 2012

STAFF COMMENTS: The legislature by Act 107, SLH 1997, enacted an income tax credit of 4% for costs
incurred as a result of producing a motion picture or television lm in the state and 7.25% for transient
accommodations rented in connection with such activity. The credit was adopted largely to address the
impost of the state’s general excise tax on goods and services used by lm producers.

The legislature by Act 88, SLH 2006, increased the 4% credit to 15% in a county with a population over
700,000 and to 20% in a county with a population of 700,000 or less. Act 88 also repealed the income
tax credit for transient accommodations and expanded the credit to include commercials and digital
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